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The concerns listed above identify the major disadvantages we see preventing plan sponsors from offering
annuities and other lifetime income arrangements as distribution options in their retirement plans (in response to
question 9). To address these concerns we encourage the U.S. Departments of Labor and Treasury to consider
simplifying the participant notice and consent requirements for a lifetime income option in a retirement plan,
requiring more transparency of the underlying fees and expenses and providing relief for fiduciary liability in
providing a lifetime income distribution option in a retirement plan. The details of any regulations and the ease
of implementation of a lifetime income program will be critical in gaining the support of plan sponsors and
increasing the availability of lifetime income arrangements in retirement plans.

Few, if any, participants in our clients’ retirement plans elect an annuity distribution option, when given the
opportunity. The most common distribution choice is a lump sum. Addressing question 2, the low usage rate by
participants of available lifetime income arrangements can be explained because most participants (1) find
annuities difficult to understand and the fees associated with annuities confusing and expensive, (2) fail to
appreciate the long-term benefits of a lifetime income stream in retirement and (3) are reluctant to invest their
account balances in an annuity option because they do not want to give up control over their retirement funds.
Additionally, participants who are familiar with annuity options have concerns with the fiscal health of annuity
providers and are hesitant to lock-in a long-term investment with just one provider. These are the key reasons
we see stopping participants from electing an annuity or other lifetime income option as their distribution
choice.

To assist participants in better understanding and appreciating lifetime income options we see the benefits of
expanding the type of educational materials and information permitted under Interpretive Bulletin 96-1, as
outlined in Recommendation 2 of the report by the ERISA Advisory Council’s Working Group on the Spend
Down of Defined Contribution Assets at Retirement. Providing participants with information and programs
related to the spend-down of retirement plan assets, including distribution options from the plan and outside the
plan, will prepare these participants to make better decisions about managing their retirement assets at and
during retirement. Participants can also benefit from receiving a comparison describing the retirement benefits
between a lifetime income option and a lump sum distribution.

In general, our position is that any action addressing some form of lifetime income distribution options should
not require defined contribution plans to provide for such a distribution, either as the default distribution option
or at the participant’s election. To answer question 13, a requirement to include some form of lifetime income
distribution option as the default distribution for all defined contribution plans will discourage plan sponsorship
because plan sponsors are not interested in taking on more fiduciary liability nor increased expenses with the
administration of their retirement plans.

Retirement planning is a personal decision and varies from participant to participant. The factors a participant
must consider in arranging their retirement accounts are best addressed outside the retirement plan after the
participant receives a distribution. The primary functions of a retirement plan should be to accumulate
retirement savings and increase earnings on those savings. Secondarily, a retirement plan should provide
education and information to participants addressing proper planning for their retirement years. The
de-accumulation or spend-down phase of retirement is best managed outside the retirement plan. Finally, the
benefits of the investment products and choices available to participants in the general marketplace outweigh the
security a participant may receive by having a lifetime income option provided in the retirement plan.
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Our firm appreciates the opportunity to provide comments and information on this important issue. We are
happy to provide additional input or clarification. ~ You may contact us during regular business hours at
(417) 889-4918.

Sincerely,

Marina B. Wiley, QPA
Director
ERISA Services

Mark S. Zielinski, QPA, QKA
Research Analyst
ERISA Services
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